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Analysis Background & Objective

» Background
« Low Carb products began coming into the marketplace
in response to the rapid consumer interest in low
carbohydrate diets like, Atkins and South Beach.
« In order to meet consumer demands, Hood was one of
the first manufacturers to launch a low carb product.
Hood Carb Countdown Milk was launched in Q4 2003.

= Objective
» Understand the impact of Hood Carb Countdown Milk
to the overall Fluid Milk category.
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IntroSource Methodology

Hood Carb Countdown sales came from 4 potential sources:

1. Cateqgory Churn

Eipecteg calegory sales

2. Brand Shiftin

One brand in a buying household's purchase mix was replaced by a
different brand.

3. _Category Expansion

A buying household added the new brand to its existing purchase mix,
increasing its total category valume.

A—> A+B

4. New /Infrequent Category Buyers .
A househald that did not purchase the category in Period 1 became a

category buyer, buying (at least) the new brand.
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Analysis Parameters

» Geography
» Total U.S. All Outlets

« Time Periods
o Post Launch = 52 Weeks ending October 17, 2004

e Pre-Launch = 52 Weeks ending October 18, 2003
* IntroSource™ Product

» Hood Carb Countdown
» Sourcing Targets

+ Whole White Milk

« Reduced Fat White Milk

« Low Fat White Milk

« Fat Free White Milk

* Flavored Mitk

o Lactose Reduced/ Free Milk

IFI » AO Fluid Milk m;

IntroSource Methodology

Tier Methodology
The Ids that tried the new product to households that
did NOT try to get an pectation of trier behavi

Bought Cateqory in Period One and Period Two
New Product Trier Matched to New Product Non-Trier
Household
» Based on historical volume purchasing
Bought Cateqory In Period Two Only (i.e. New Category Buyers
New Product Trier Matched to New Product Non-Trier
Household
= Based on demographics because no historical volume
purchasing trends exist

All matches are performed within the same market such that the households have had the
opportunity to be exposed to the same promotionat/pricing condttions
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IntroSource Methodology

Category Churn

The part of new category buyer volume which is normal and
expected.
= Consumers can come in and out of some categories
quite infrequently.
* In these cases, they are not just choosing between
brands within a category, but also deciding whether to
buy a category or not.

Provides a better measure of incremental category volume.
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IntroSource Methodology

Interaction Indices
= Interaction indices are a “fair share™ measurement of the interaction

between brands based on their category shares.

« Interaction is considered a measure of substitutability.

» Anindex of 120 or greater means the brands interact more than
expected. An index of 80 or less means the brands interact less
than expected.

» Net Shifting Changes and Interaction Indices are independent
measures. Interaction Indices relate to the total amount of volume
that goes back and forth between brands, not the net change.
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Executive Summary

« Hood Carb Countdown benefited from being first-to-market with a low
carbohydrate milk as the brand hoids over a 95% share of the low carb milk
segment.

Brand switching accounted for virtually all (98%) of Hood Carb Countdown's
volurne gains. The highest percentage of volume was taken from Reduced
Fat White Milk.

Hood Carb Countdown is highly substitutable with Lactose Reduced/Free
Milk, Flavored Milk, and All Other Fluid Milk, based on very high interaction
indices of more than 200.

Less than one percent of the volume sourced by this product (0.5%) came
from expected new buyers, also known as new buyer chum or the part of
new category buyer volume which is normal and expected.

The remaining 1% of Hood Carb Countdown’s volume gains came from two
sources.

« New buyers expansion represented just 0.1% of Hood Carb
Countdown's volume gains. This percentage represents unexpected
new buyer volume.

Ca(egor?t expansion accounted for 1% and represents the percentage of
volume from households who bought the new product in addition to
other items from the category; thus increasing the household's total

category volume.
DMa
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IntroSource Methodology

» IntroSource accurately reports alf the volume accounted for by new
category buyers.

= The IntroSource Model acknowledges that some of this volume is to be
expected.

« Therefare, IntroSource reports the expectéd New Buyer volume, as well
as the incremental New Buyer volume.,

+»NEW BUYER

»CHURN
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IntroSource Benefits Summary

=By matching triers and non-triers, based on either pre-period
purchasing or demos, a more accurate expectation of trier behavior
can be calculated.

a {Jsing this matched non-trier comparison, more accurate effects of
the new product can be computed.

=QOnly when this comparison yields a difference would the existing
brand be considered a source of new product volume gain.

sHousehold level calculations mean that volume changes are not
masked by aggregate totals.

=Point-of-trial timing provides clear pre and post period definitions.

=The ability to break out the expected level of volume from new
category buyers accurately accounts for alf volume from new buyers.
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Key Conclusions

= Minimal categog expansion indicates that the new Hood Carb
Countdown products did not substantially increase Fluid Milk
consumption.

= Consumers appear to be switching from lower fat milks to the
Hood Carb Countdown items as over half of the Hood volume
gains are coming from reduced, low, and fat free milk.

= Despite having smaller volume gains from Lactose
Reduced/Free Milk and Flavored Milk, the Hood Carb
Countdown items did have higher than expected levels of
switching. This implies that there is high substitutability
between these products and Hood Carb Countdown items.




Hood Carb Countdown Analysis
Supporting Scanner-based Data

Hood reaped the benefits of being first-to-market with a low
carbohydrate milk. The Hood Carb Countdown items hold overa
95% share of the segment.

Yolume Share of Low Carb Segmeni

B HOOD CARS COUNTDOWN
& ALL OTHER LOW CARS MILKS
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Hood Carb Countdown'’s distribution and volume sales
rose rapidly after its launch. One year later, volume and
distribution have remained steady.
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The Fluid Milk category experienced a 4.6% decline in volume sales

compared to last year. The only products to show an increase in
volume were Lactose Reduced / Free Milk and the new Low Carb

segment.
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Of the six major new Hood Carb Countdown items, the
Reduced Fat Chocolate Haif Gallon item is the number
one selling product.
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Hood Carb Countdown Analysis
Panel & IntroSource™ Analysis Results




96% of households purchased milk over the past

Hood Carb Countdown buyers allocated 14% of

their category purchases to the brand.

22%

13%

year, with an average of 24 purchases per buyer.
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Hood Carb| Whole Reduced | Low Fat Fat Free Lactose "
Total itk White | Fatwiite | White | White | P2V | pogpreq | AOFUM
Voin 000 26,736 12 5,647 35%3 431 5,226 74 308 359
Val Share 100.0 0.0 213 U5 168 20.3 3.8 12 14
% HH Buying 964 0.9 417 §0.7 372 384 383 54 U3
VolBuyer 26.7 1.3 18 147 116 144 2.7 8.7 1.0
PurchBuyer 244 24 118 13.7 10.9 142 48 24 26
% Vol, Any Deal] 20.5 178 170 1.7 3.0 19.6 274 1.6 196
-
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14%

16%

# Hood Carb Coundown
® Low Fat White Milk
W Lactose Red/Free Milk

B Whoies White Milk
B Fatfres White Milk
| AQ Fluid Milk

& Reduced Fat White Mllk
= Flavored Milk
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Hood Carb Countdown Source of Volume

Hood Carb Countdown gained a full 98% of its volume from brand switching
within the category. The remaining 2% of volume was due to new buyer chum
{0.5%), which represents expected new buyers brought into the category by
Hood Carb Countdown, unexpected new buyer expansion (0.1%) and
consumers who increased their purchases within the category (1.0%).

i > =07
Brand New Buyer New Buyer Category
Switching Chum Expansion  Expansion
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Brand Switching Source of Volume Summary

Hood Carb Countdown sourced 29% of its total volume from Reduced Fat White.

% of Total Volume
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Hood Carb Countdown sourced most of its volume from
Reduced Fat White and Fat Free White, but had a higher
than expected interaction with Lactose Red/Free Milk,

Flavored Milk, and AO Fluid Mitk.

Interaction
% of Switching Volume index
oo Aq Other Fuid® 204
Lact Red/Free Milk 297
Fiavared 229
Whaie Whita 83
Low Fat White 102
Fat Frea White ks

Reduced Fat Whits 98
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